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HONG KONG FOR REGFINATT 

E.O. 11652: N/A 
TAGS: EFIN, EALR, KS 

SUBJECT: KOREA OBTAINS SHARPLY IMPROVED TERMS IN INTERNATIONAL 
MONEY MARKET 

1 . WITHIN PAST TWO MONTHS, KOREAN BORROWERS HAVE NEGOTIATED 
TWO MAJOR EURODOLLAR LOANS WITH TERMS AND CONDITIONS THAT 
ARE SIGNIFICANTLY MORE FAVORABLE THAN ANY KOREA HAS BEEN 
ABLE TO OBTAIN IN THE PAST. ACCORDING TO LOCAL BANKING SOURCES, 
IMPROVED TERMS MAY BE GENERALLY ATTRIBUTED TO TWO PRINCIPLE 
FACTORS-GREATER LIQUIDITY IN THE INTERNATIONAL MARKETPLACE 
AND KOREA'S OWN STEADILY-IMPROVING CREDITWORTHINESS. DETAILS 
ARE PROVIDED BELOW FOR DEPARTMENT'S INFORMATION. 

2. FIRST LOAN WAS A $100 MILLION SYNDICATED CREDIT OBTAINED 
BY POHANG IRON AND STEEL CO. LAST FEBRUARY. LOAN WAS CO- 
MANAGED BY ASIA PACIFIC CAPITAL CORP. OF HONG KONG (SUBSIDIARY 
OF CITICORP), WEST DEUTSCHE LANDESBANK OF WEST GERMANY, 

KOREA ASSOCIATED FINANCING CO. OF HONG KONG (SUBSIDIARY 

OF KOREA EXCHANGE BANK). AND KOREA ASSOCIATED SECURITIES INC. 
UNCLASSIFIED 
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OF NEW YORK (SUBSIDIARY OF KOREA DEVELOPMENT BANK). ACCORDING 
TO RELIABLE INFORMATION, TERMS WERE AS FOLLOWS: INTEREST RATE-- 
LIBOR PLUS 1.375 PERCENT; COMMITMENT FEE-0.5 PERCENT; 

MANAGEMENT FEE-0.75 PERCENT; SEVEN YEAR'S MATURITY. NO GRACE 
PERIOD. COMMENT: IN ADDITION TO TERMS, THIS LOAN WAS NOTABLE 
FMR TWO REASONS: (A) IT WAS KOREA'S FIRST MAJOR EURODOLLAR 
LOAN SOLICITED DIRECTLY BY PRIVATE FIRM AND NOT RPT NOT GUARANTEED 
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BY THE KOREAN GOVERNMENT; AND (B) IT WAS KOREA'S FIRST MAJOR 
EURODOLLAR LOAN IN WHICH KOREAN BANKS HAVE PARTICIPATED AS 
CO-MANAGERS. -END COMMENT 

3. SECOND LOAN, CURRENTLY BEING ARRANGED, IS A $300 MILLION 
SYNDICATED CREDIT TO BE SHARED EQUALLY BY THE KOREA EXCHANGE 
BANK (KEB) AND THE KOREA DEVELOPMENT BANK (KDB). CO-MANAGERS 
ARE CHASE MANHATTAN ASIA LTD., CITICORP'S INTERNATIONAL GROUP, 
AND BANKER'S TRUST. TERMS AND CONDITIONS ARE RELIABLY REPORTED 
TO BE LIBOR PLUS 0.875; 0.5 PERCENT COMMITMENT FEE; 1.0 
PERCENT MANAGEMENT FEE; AND 10 YEAR'S MATURITY WITH THREE 
YEAR'S GRACE. COMMENT: LOCAL BANKING SOURCES ATTRIBUTE 
PARTICULARLY FAVORABLE TERMS TO THE FACT THAT THE BORROWERS, 
KEB AND KDB, ARE ESSENTIALLY GOVERNMENT ORGANS AND THAT LOANS 
ARE INTENDED FOR NEW PROJECTS RATHER THAN PREPAYMENT OF OLD 
LOANS. THE RUMOR AROUND TOWN IS THAT THIS LOAN IS ALREADY 
OVERSUBSCRIBED BY WOULD-BE LENDERS AND THAT CO-MANAGERS 
WOULD LIKE TO GET BORROWERS TO INCREASE SIZE OF LOAN TO 
$500 MILLION. AT $300 MILLION, IT IS ALREADY LARGEST AND MOST 
FAVORABLY-PRICED LOAN KOREA HAS EVER OBTAINED ON EURODOLLAR 
MARKET. -END COMMENT 
SNEIDER 
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